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property tax, which, we have discarded as the basis of cor-
poration taxation. In many of the states corporate debts
must be considered in estimating the value of the capital
stock. In New York, as regards local taxation, the indebt-
edness must be taken into account in assessing the capital
stock; but after the valuation has been fixed, the amount
of the indebtedness cannot be deducted.1 If the capital
stock is of no value because the indebtedness exceeds the
assets, it should not be assessed.2 In the case of foreign
corporations, however, which are taxable on the amounts
invested in the state, it has been held that the law does not
contemplate the deduction of debts.3

We have already pointed out that there is really no
injustice in not exempting corporate indebtedness. The
issue of mortgage bonds by a corporation is simply
another mode of increasing the working capital. Correct
policy demands the taxation of corporate bonds as well as
of stock, of loans as well as of share capital. To tax cor-
porate debts may, indeed, be called double taxation in so
far as the tax on both stock and debt is paid out of the
same income; but if so, it is double taxation of u perfectly
legitimate kind. It is here that the principles of indi-
vidual and corporate taxation diverge.

Some of the American commonwealths, as California,
Connecticut, Maryland and Pennsylvania, recognize this
distinction between the taxation of individuals and that
of corporations, by permitting the deduction of indebted-
ness from the property of individuals but refusing a like
deduction in the case of corporate property. In California,
the courts held distinctly that what would be double taxa-
tion in the case of individuals is permissible in the case
of corporations.4 Some of the Swiss cantons, like St. Gall,
Zurich and Ticino, observe the same distinction.6
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